The billion-dollar strategic questions are, therefore, "How do we generate strategy innovations? How do we make a profit and reinvent our organization, our industry and our world?" Unfortunately, although millions of words and thousands of books and articles have been written on organizational strategy, there is little that we can use to help create strategy.
The billion-dollar strategic questions are, therefore, "How do we generate strategy innovations? How do we make a profit and reinvent our organization, our industry and our world?" Unfortunately, although millions of words and thousands of books and articles have been written on organizational strategy, there is little that we can use to help create strategy.
In fact, Gary Hamel (1997 Hamel ( , 1998 ; one of the world's most influential business thinkers according to The Wall Street Journal) said the dirty little secret of the strategy industry is that it does not have a theory of strategy creation and does not know where bold, new value-creating strategies come from. As hard as it is to believe, Hamel is right. More than 10 years later, the strategy industry still has no widely accepted theory, methods or tools for the creation of strategy innovations.
If these assertions are correct that (1) strategy development is traditionally conceived and developed as an analytical extension of the recent past and present into the future, and (2) that there are no clearly articulated theories or processes for the creation of strategy innovation, and since thousands of people in organizations worldwide continue to formulate strategy every year or so, one would expect the strategies that are developed to be less than successful and/or to be simply variOrganizational strategy is typically conceived and developed as an extension of the past and present. We analyze the market, the competition, the industry, and our internal resources and capabilities. We then reposition ourselves in existing markets or extend our product/services into developing or adjacent markets. The future is assumed to be a linear extension of the past and present, and our rational analytical techniques help us to do this well.
What happens, however, when the future is not a linear extension of the past and present? What happens when we want to innovate and reinvent our business model, our industry or our world? How can we radically add value and provide high quality at low cost? How can we reinvent the ailing automobile industry or the airtravel experience? How can we solve the problems of our broken healthcare system, our dysfunctional economy or address global hunger, poverty and terrorism?
Rational analyses of our internal and external environments will not help us create a future that is radically different from our past. Reinventing our business model, our industry or our world requires strategy innovation, not just doing what we did last year plus 10% (i.e., 10% more, better, or less expensively). ation goes to those who can innovate and redesign themselves and their industries. For a future that is no longer a linear extension of the past and present, we need strategy innovation.
While this is easy to say, and we know from a few often-touted cases (e.g., Cirque du Soleil and Apple Computers' iPod) that it can be done, what is not clear is how to do it. Several authors have provided advice, however. For example, according to Kim and Mauborgne (2004, p. 81) , the keys to developing radical "blue ocean" strategy innovations are to look for uncontested market space; ways to make competition irrelevant; ways to create and capture new demand; ways to break the value/cost trade-off and "align the whole system of a company's activities in pursuit of differentiation and low-cost. "
According to Hamel's (1997) advice, the answer is to "unleash the spirit of strategy innovation … the ability to reinvent the basis of competition within existing industries and to invent entirely new industries. It will be the next fundamental competitive advantage for companies around the world. In an increasingly nonlinear world, only nonlinear strategies will create substantial new wealth. "
Unfortunately, while inspirational, these authors still leave us with questions such as, "OK in theory, but how do I actually do that in practice? How do we create strategy innovations and find these uncontested, radical, nonlinear, innovative breakthrough strategies, business models, industries and solutions?" The logical place to look is to the literature on strategy formulation and strategy development.
Traditional Strategy Development
While there is no single widely accepted theory or process of strategy creation, there are many views of the strategy development process that have been identified and discussed. Mintzberg and colleagues (Mintzberg, Ahlstrand, and Lampel 1998; Mintzberg and Lampel 1999) discussed the ants or extensions of, what has been done in the past. This is, in fact, just what the data suggest.
The data related to strategy success or failure overwhelmingly illustrate that mergers and acquisitions (Ashkenas and Francis 2000; Lebihan 2004; Freeman 2005; Jonk and Ungerath 2006) , strategic restructuring and business process reengineering efforts (Cao, Clarke, and Lehaney 2001; Tai and Huang 2007) as well as strategic repositioning initiatives (Turner and Crawford 1998; Raps 2004; Verweire 2004 ) all consistently fail 50%-80% of the time.
The data also suggest that when new strategies are implemented, they are usually simple variants or extensions of what has been done in the past. For example, Kim and Mauborgne (2004) studied organizations in over 30 industries examining data stretching back over 100 years and found that 86% of new strategic ventures were line extensions (i.e., incremental improvements to existing industry offerings), while only 14% were aimed at creating new markets or industries.
Similarly, McGahan (2004) found that between 1980 and 1999 only 6% of the strategic change trajectories among U.S. industries were creative change and 16% were radical (i.e., everything is up in the air). Instead, most were either incremental (43%) or intermediating (32%) change (i.e., changes to the relationships of buyers, suppliers and sellers typically the result of changes to information access). While incremental continuous improvements are important, and line extensions and adjustments are necessary to stay competitive in our ever-changing world (e.g., to keep quality high, to keep profits from eroding, and to keep market share), we can only drive downsizing, cost reduction and efficiency so far.
In order to generate significant new wealth, we must create new sustainable competitive strategies, new business models, and new work processes. We must radically reinvent ourselves, our organizations, our industries and many of our social institutions because real value and wealth cre-zation in relation to those findings, create some scenarios to capture the outcomes and incrementally adjust your existing strategy accordingly.
The texts are illustrative of the mainstream strategy-development industry. They tell us what to do, based on analyses of what others have done in the past and are doing now, but not how to actually create strategy ourselves, nor how to do it innovatively. That is why so much of the strategy we see developed is "last year plus ten percent. "
Since the academic strategy literature, and strategy development and formulation textbooks, do not give us useful answers, where else can we look? The design profession is well established in both theory and practice (cf. Archer 1979; Davis 2009; Haskell 1940; Michlewski 2008; Page 1963; Seldes 1932; Schutte 1975; Sowrey 1987; Taylor 1969) . Architects, industrial designers, graphic artists and many others in the design professions have tried and tested processes for creating innovative structures, products, services and solutions to problems.
If we look to this well developed and researched field of design, we can learn from them, and apply their processes in designing strategy innovation. I suggest that we need to think in terms of using design theory and processes for the creation of strategy innovation, for the radical redesign of industries, and for the design of solutions to some of our most pressing large-scale social and global problems.
Strategy Innovation by Design
In order to use design principles, processes and methods to develop radical strategy innovations and new business models, redesign and reinvent ailing industries, and address large-scale social and environmental problems, we must thoroughly understand the design process and how it can be applied to the design of strategy innovation and the solutions to large-scale, systemic problems. I conducted interviews with 60 designers of different types (e.g., architects, graphic deten predominant schools of strategy formation (design, planning, positioning, entrepreneurial, cognitive, learning, power, cultural, environmental, and configuration). All of these schools of strategic thought equate strategy formulation with analyses of the present and recent past extrapolated into the future. None of them provide models of, or processes for, the generation or creation of strategy innovation.
I examined the content of over 40 texts on strategy formulation, strategy development, strategic management, strategic thinking and the like, looking to see if they articulated a process for strategy creation or innovation. The most widely covered topic in the books, that related to strategy formulation or strategy development, was external environmental analysis (covered in 76% of them). The next most widely covered topics were the resource-based view of strategy and strategic capability/competency analysis (57%), corporate strategy (e.g., growth, M&A/takeovers, diversification; 55%), and Porter's five forces (52%).
The importance of establishing a vision or mission came next (48%) along with Porter's three generic positions (i.e., low-cost, differentiation and focus; 45%). Smaller numbers of texts covered issues such as scenario development and analysis (36%), the value chain (36%), and product portfolio/lifecycle analysis (33%). Few texts addressed the topics of emergent strategy (26%), incrementalism or logical incrementalism (17%), multiple views of strategy development-such as Mintzberg's ten views (10%), or the importance of collaboratively developing strategy (5%).
Only one text out of the 42 I examined, Strategy Making by Eden and Ackerman (1998) , was future-oriented and actually discussed the strategy creation process and the need for creativity and iteration within it. According to the vast majority of strategy development texts, the way to formulate strategy is to extensively analyze the external and internal environments, set your mission and vision, and then position your organi-cess of discovery, exploration, and investigation. The resulting information is formed into a goal, problem or brief. Various types of research are then conducted to explore the problem, collect information that will help generate ideas, and gain insights into the users/consumers, the competition, the organization, the market, relevant government policy, etc.
It is critical that both user issues (i.e., design issues related to the way the final designed outcome interacts with users of it), and maker issues (i.e., design issues related to realizing the outcome being designed such as production techniques, tools, and materials as well as broader organization and industry analysis) must be considered (Boyle 2004; Holt 1990; Kimbell, Stables, and Green 1996) .
Once we know what the brief is, and we have gained some insights into the users/consumers, the organization, and its internal and external environments, we use our findings to help start the creative process of concept generation or ideation. As 95% (27 of 28) of the design models and 100% of those interviewed agreed, the next step in the design process is focused on creativity, development, and evolution/iteration. In this phase the creative, divergent thinking process is coupled with the quick development of rough plans, models or prototypes. In this way, the designers' divergent, expanding, creative impetus is counterbalanced by a more convergent, inward, and practical thrust as prototypes are produced and tested. This phase is indispensable to any creative project (Osborn 1953) . We must verify not only our final findings, but also their intermediate stages, so that we can focus our objectives and identify and challenge our assumptions. In other words, we must continually check back with the brief, evaluate the solution, adjust our efforts, and continue the process.
This evaluation and refinement process is critical as it introduces accountability and safeguards into the design process. This convergent signers, industrial designers) from across the United States, Australia, and Europe discussing the design process. I started with 20 face-to-face one-hour-long exploratory interviews with Australian designers discussing a broad range of issues related to the design process.
These interviews were transcribed and their content sorted into three simple categories: the beginning, the middle and the end of the design process. I then followed up with 40 shorter interviews with designers from across the United States and Europe focusing on the details of what they do during each of these phases.
Based on analysis of the extensive literature on the design process and on my 60 interviews, successful designers overwhelmingly agree that design is a dynamic process involving many iterations of increasingly interlinked feedback and feed-forward loops, with multiple inputs generating an emerging end result (cf. Blyth and Worthington 2001; Cross 1982 Cross , 2000 Summers 2002; Vedin 2005; Weick 2004 ). Design is not a linear process wherein we start with an idea, follow the five steps, and wind up with a successful product/service or solution.
In other words, design is not a linear task; it is a dynamic iterative process. While, in practice, the design process has a start and an end, once the process begins, it requires a three-dimensional mode of thinking. The two-dimensional world of linear thinking, numerical analysis and rational problem solving wherein we logically move from start to finish in a straight line, is not the world of the designer. Designers engage in a nonlinear, iterative dance constantly balancing opportunities with anticipated problems, creativity with restrictions, conception with perception, and possibilities with budgets and deadlines.
For successful design to proceed a large amount of information must be collected from many sources. In all, 90% (26 of 28) of the design models and 100% of those interviewed agreed that in practice, the design process starts with a pro-tomer and the company, and helps address a critical environmental issue at the same time. The task for us all is now to consider how we can apply the principles outlined above in our own organizations and industries, and everywhere we can think of, to help create a sustainable future. evaluation aspect allows the start of an iterative process of evolution, refinement, and redevelopment wherein we prototype/model, evaluate, and judge the results; refine solutions; check if they work; and address the brief or solve the problem, creatively generate more ideas, and/or modifications, and iterate/remodel until we are satisfied with the result or run out of time. According to many authors and designers, this iterative process of creative, divergent generation, and convergent refinement via prototyping is the quintessential, defining aspect of the design process.
Finally, we move to the stage where we make a decision and deliver or transfer the project output. The consensus of 70% (20 of 28) of the design models and 100% of those interviewed was that evaluation, testing, validation, realization, and the like are the end of the design process. The eight models that did not have these aspects as their end-points simply ended the process at the previous step.
Conclusions
Examples of how strategists and designers have used the design process to generate significant strategy innovation are critical. For example, an agro-chemicals firm used design principles and process to radically change its strategy and value proposition from focusing on trying to sell sacks of herbicide to offering weed-free fields. "From the customer's perspective, weed-free fields are what it is all about and how that is achieved is of less concern. The result of this experiment is that the use of agro-chemicals plummeted by 70% as it was in the interests of the firm to use them efficiently rather than to sell as much as they could. And in shifting mindset from 'we sell weed killers' to 'we sell weed-free fields, ' they are free to explore alternative and more environmentally benign approaches" (Bruce 2002, p. 264) . This is an example of a radical strategy innovation that has the potential to transform an industry, that adds significant value for the cus-
